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CMP: | 1245   Target: | 1190 ( -4%)      Target Period: 12-18 months 

months  

Solar Industries India (SOLIN) 

 HOLD 

February 12, 2021  

Strong performance but expensive valuations… 

Solar Industries (SIL) reported a commendable performance in Q3FY21 led 

by strong performance in exports & overseas business and housing infra 

segments. Revenue for the quarter was at | 645.9 crore, up 15.1% YoY. 

Explosives volume stayed flat YoY at 86265 MT. Further, realisation also 

remained flat at | 32304 crore. Overall explosives segment posted a revenue 

of | 279 crore. Accessories segment registered an improvement of 24% YoY 

to | 92 crore. Defence segment revenue came in at | 22.92 crore, down 11% 

YoY. Defence segment revenue came in at | 22.92 crore, down 11% YoY. 

Overall contribution of sales improved in exports & housing infra segments 

Gross margins contracted ~84 bps YoY on account of higher input costs. 

EBIDTA came in at | 132.2 crore, up 16.7 % YoY with a margin of 20.5% vs. 

20.2% YoY. PAT (post minority interest) was at | 78 crore in Q3FY21 vs.  

| 61.98 crore in Q3FY20. 

Overseas & exports getting fired up… 

Overall improvement in performance from subsidiaries has helped SIL post 

a strong comeback. Performance from Ghana, Tanzania & Turkey was much 

better YoY as well as sequentially. Further, Australia operations are expected 

to get kickstarted in the next few months while breakeven there should be 

achieved post a year from commencement. On a broader horizon, 

expansion in Indonesia, West Africa, SEA & European markets should 

provide significant growth opportunities for SIL. The management expects 

| 1000 crore revenue from overseas business in FY22E. 

Greenfield capex for packaged explosives… 

SIL is planning a significant expansion for increasing their packaged 

explosives manufacturing capacity. The company is expected to set up three 

greenfield packaged explosives plants, thereby bettering their geographical 

reach as well their capacity. The capex will be largely through internal 

accruals while maintaining debt/equity below 0.5. 

Defence performance to improve… 

Defence segment disappointed in Q3 led by 11% decline in revenue at an 

already lower base. This was largely attributable to deferral of supplies by 

customers. Nevertheless, SIL is expecting to receive full production 

clearance for hand grenade and the management is confident of executing 

the same in the next two years. We build in defence revenue to the tune of 

| 231 crore and 289 crore for FY22E & FY23E, respectively. 

Valuation & Outlook 

A formidable recovery in Q3 coupled with better demand from user 

industries is expected to bode well for SIL in the medium term. However, 

valuations are still on the higher side. We build in revenue, EBIDTA & PAT 

CAGR of 13.1%, 16.4% & 10.3%, respectively, for FY20-23E. We value the 

company at 30x FY23E EPS of | 39.7 to arrive at a target price of  

| 1190 (earlier | 995). We maintain HOLD rating. 

 

 

Key Financial Summary 

F Y19 F Y20 F Y21E F Y22E F Y23E C AG R  (F Y20-23E)

R evenue 2,461.6         2,237.3            2,486.2           2,847.3           3,232.7           13.1%

E B ITD A 501.9            434.3               499.7              589.4              685.3              16.4%

E B ITD A margin (% ) 20.4              19.4                 20.1                20.7                21.2                

Net P rofit 267.7            267.4               267.6              301.8              359.2              10.3%

E P S  (|) 29.6              29.6                 29.6                33.3                39.7                

P /E  (x) 42.1              42.1                 42.1                37.3                31.4                

E V /E B ITD A (x) 23.2              27.1                 23.4                19.8                17.0                

R oC E  (% ) 23.8              17.7                 18.6                20.3                22.0                

R oE  (% ) 21.6              19.4                 17.8                18.2                19.2                
 

 

Source: ICICI Direct Research, Company 

 

Particulars 
 

S tock Da ta Am oun t

Market C apita liz ation | 11266 C rore

D ebt (F Y 20) | 619.2 C rore

C ash and Inv (F Y 20) | 120.1 C rore

E V  (F Y 20) | 11765 C rore

52 week  H /L  (B S E ) 1276 / 772

E quity capita l | 18.1 C rore

F ace value | 2
 

 

Price Performance 
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Key risk to our call 

 Supply chain issues impacting 

availability and prices of ammonium 

nitrate 

 Better than expected performance in 

overseas subsidiaries leading to earlier 

than expected break-even 

 

Research Analyst 

Chirag Shah 

shah.chirag@icicisecurities.com 

  

Adil Khan 
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Exhibit 1: Variance Analysis 

Q 3F Y21 Q 3F Y20 YoY (%) Q 2F Y21 Q oQ  (%) C om m e nts

Total R evenues 645.9 561.1 15.1 587.3 10.0 B etter performance from O verseas  & E xports , Hous ing Infra

R aw materia ls  cos ts 351.6 300.8 16.9 288.7 21.8 S upply chain issues  faced by the company

E mployees  C ost 59.5 49.4 20.4 56.0 6.1

O ther E xpenses 102.5 97.6 5.0 116.6 -12.1

Total E xpenditure 513.6 447.8 14.7 461.4 11.3

E B ITD A 132.2 113.3 16.7 125.9 5.1

E B ITD A margins  (% ) 20.5 20.2 28 bps 21.4 -96 bps S ustained margins  on a Y oY  bas is

D epreciation 24.4 22.0 10.6 23.9 2.1

E B IT 107.9 91.3 18.2 102.0 5.7

Interes t 10.9 14.1 -22.5 11.7 -6.3  

O ther Income 13.2 9.4 40.6 1.9 607.5

E xtra O rdinary Item 0.0 0.0 0.0 0.0

P B T 110.2 86.6 27.2 92.2 19.5

Total Tax 28.7 21.6 33.4 24.6 16.8

P AT(after MI) 78.0 62.0 25.9 65.2 19.7 B etter profitability led by all round performance

K e y Me trics Q 3F Y21 Q 3F Y20 YoY (%) Q 2F Y21 Q oQ  (%)

Ind. explos ives  volume (MT) 86,265 86,386 -0.1 69,194 24.7 V olumes  remain muted Y oY

R ealisation (|/MT) 32,304 32,203 0.3 32,074 0.7 R ealisation flat Y oY

V alue (| crore) 279 278 0.2 222 25.6

Initiating S ys tems (| crore) 92 74 24.3 61 50.8 B etter than expected performance from initiating sys tems

E xports  & O verseas  (| crore) 280 222 26.5 266 5.4 S trong performance across  geographies

D efence (| crore) 23 26 -11.1 57 -59.7 D efence dissapoints
 

Source: Company, ICICI Direct Research 

 

Exhibit 2: Change in estimates 

F Y19 F Y20 F Y21E

(| C ro re ) Actua l Actua l O ld Ne w O ld Ne w % C ha ng e Ne w

R evenue 2,462 2,237 2,431 2,486 2,912 2,847 -2 3,233

E B ITD A 502 434 506 500 620 589 -5 685

E B ITD A Margin (% ) 20.4 19.4 20.8 20.1 21.3 20.7 -60 bps 21.2

P AT 267.7 267.4 252.4 267.6 321.5 301.8 -6.1 359.2

E P S  (|) 29.6 29.6 27.9 29.6 35.5 33.3 -6.1 39.7

F Y22E

 

Source: Company, ICICI Direct Research 
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Financial story in charts 

 

Exhibit 3: Revenue trend 
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Source: Company, ICICI Direct Research 

 

 

 

Exhibit 4: Industrial explosives growth trend 
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Source: Company, ICICI Direct Research 

 

Exhibit 5: Defence segment revenue trend 
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Source: Company, ICICI Direct Research 

 

 

Exhibit 6: EBITDA and EBITDA margin trend 
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Source: Company, ICICI Direct Research 

 

Exhibit 7: PAT and PAT margin trend 
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Source: Company, ICICI Direct Research 

Exhibit 8: Return ratios trend 
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Source: Company, ICICI Direct Research 
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Financial Summary (Consolidated) 

Exhibit 9: Profit and loss statement                            (| Crore) 

(Ye a r-e nd  Ma rch ) F Y20 F Y21E F Y22E F Y23E

R evenue 2,237     2,486     2,847     3,233     

G rowth Y oY  (% ) 11.1      14.5      13.5      

R aw Materia l E xpenses 1,215     1,355     1,566     1,768     

C O G S 54.3      54.5      55.0      54.7      

E mployee E xpenses 207        224        251        281        

O ther E xpenses 381        408        441        498        

Total O perating E xpenditure 1,803     1,986     2,258     2,547     

O perating P rofit (E B ITD A) 434 500 589 685

G rowth Y oY  (% ) 15.1      17.9      16.3      

Interes t 55         44         54         57         

O ther Income 41         25         30         40         

P B D T 420        481        566        669        

D epreciation 85         94         110        126        

P B T after E xceptional Items 336        387        456        542        

Total Tax 57         108        128        152        

P AT before MI 279        279        328        390        

Minority Interes t 11         11         26         31         

P AT 267 268 302 359

G rowth Y oY  (% ) 0.0        12.8      19.0      

E P S 29.6       29.6       33         40         
 

Source: Company, ICICI Direct Research 

 

Exhibit 10: Cash Flow Statement                                   (| Crore) 

(Ye a r-e nd  Ma rch ) F Y20 F Y21E F Y22E F Y23E

P rofit after Tax 267.4    267.6    301.8    359.2    

Add: D epreciation 84.5      94.0      110.0    126.5    

Add: Interes t P aid 55.0      43.6      53.8      56.5      

C ash F low before WC  changes 407.0    405.2    465.6    542.2    

(Increase)/D ecrease in inventory (48.2)     38.1      (19.1)     (42.2)     

(Increase)/D ecrease in debtors 28.7      (38.4)     (20.4)     (58.1)     

(Increase)/D ecrease Loan & Advances (3.4)      3.7       (0.3)      (0.3)      

(Increase)/D ecrease in C A (3.1)      15.1      (7.9)      (8.5)      

Net Increase in C urrent Assets 13.8      18.5      (47.7)     (109.1)   

Net Increase in C urrent L iabilities (41.2)     12.4      29.8      48.6      

Net C F  from operating activities 380 436 448 482

(P urchase)/S ale of F ixed Assets (265.0)   (210.0)   (250.0)   (250.0)   

Inc / (D ec) in D eferred Tax L iability (14.6)     -         -         -         

Net C F  from Inves ting Activities -379 -153 -237 -247

P roceeds/(R epay) S ecured Loan 105.7    138.2    (100.0)   -         

P roceeds/(R epay) Unsecured Loan 44.5      (157.4)   125.0    -         

(P ayment) of D ividend (76.3)     (81.4)     (72.4)     (72.4)     

Interes t P aid  (43.6)     (53.8)     (56.5)     

Net C F  from F inancing Activities 25 -208 -176 -204

Net C ash flow 25.4      75.1      34.5      31.1      

C ash and C ash E q. (beginning) 91.8      117.2    192.3    226.8    

C ash and C ash E quivalent (end) 117.2 192.3 226.8 257.9
 

Source: Company, ICICI Direct Research 

 

Exhibit 11: Balance Sheet                                          (| Crore) 

(Ye a r-e nd  Ma rch ) F Y20 F Y21E F Y22E F Y23E

E quity C apita l 18.1        18.1        18.1        18.1        

R eserve and S urplus 1,362.0   1,484.1   1,638.5   1,850.3   

Total S hareholders  funds 1,380.1   1,502.2   1,656.6   1,868.4   

S ecured Loan 261.8      400.0      300.0      300.0      

Unsecured Loan 357.4      200.0      325.0      325.0      

Total D ebt 619.2      600.0      625.0      625.0      

D eferred Tax L iability 104.9      104.9      104.9      104.9      

Minority Interes t 51.5        53.4        66.5        69.8        

Total L iabilites 2213 2317 2510 2725

G ross  B lock 1,714.3   1,934.3   2,184.3   2,434.3   

Accumulated D epreciation 382.1      476.0      586.0      712.5      

Net B lock 1,181.8   1,458.3   1,598.3   1,721.8   

C apita l WIP 152.2      50.0        50.0        50.0        

Total F ixed Assets 1,334.0   1,508.3   1,648.3   1,771.8   

Inventory 331.0      292.9      312.0      354.3      

D ebtors 370.3      408.7      429.0      487.1      

Loans  and Advances 5.7         2.0         2.3         2.6         

O ther C urrent Assets 69.8        54.7        62.6        71.1        

C ash 120.1      192.3      226.8      257.9      

Total C urrent Assets 983.5      1,037.2   1,119.4   1,259.6   

C reditors 154.4      156.7      179.4      203.7      

P rovis ions 162.1      172.3      179.4      203.7      

Total C urrent L iabilities 319.8      332.2      362.1      410.6      

Net C urrent Assets 663.7      704.9      757.3      849.0      

Total Assets 2213 2317 2510 2725
 

Source: Company, ICICI Direct Research 

 

 

Exhibit 12: Key Ratios 

(Ye a r-e nd  Ma rch ) F Y20 F Y21E F Y22E F Y23E

P e r S ha re  Da ta

R eported E P S 29.6       29.6       33.3       39.7       

C ash E P S 38.9       40.0       45.5       53.7       

B V  per share 152.5     166.0     183.1     206.5     

D ividend per share 7.0         7.0         9.0         8.0         

C ash P er S hare 42.2       52.6       64.8       78.7       

O perating R atios  (% )

E B ITD A Margin 19.4       20.1       20.7       21.2       

E B IT / Net S ales 15.6       16.3       16.8       17.3       

P AT / Net S ales 12.0       10.8       10.6       11.1       

Inventory days 54.0       43.0       40.0       40.0       

D ebtor days 60.4       60.0       55.0       55.0       

C reditor days 25.2       23.0       23.0       23.0       

R eturn R atios  (% )

R oE 19.4       17.8       18.2       19.2       

R oC E 17.7       18.6       20.3       22.0       

R oIC 19.5       21.5       23.5       25.1       

V aluation R atios  (x)

P /E 42.1       42.1       37.3       31.4       

E V  / E B ITD A 27.1       23.4       19.8       17.0       

E V  / Net S ales 5.3         4.7         4.1         3.6         

Market C ap / S ales 5.0         4.5         4.0         3.5         

P rice to B ook  V alue 8.2         7.5         6.8         6.0         

S olvency R atios

D ebt / E B ITD A 1.4         1.2         1.1         0.9         

D ebt / E quity 0.4         0.4         0.4         0.3         

C urrent R atio 2.4         2.3         2.2         2.2         

Q uick  R atio 1.4         1.4         1.4         1.4         
 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorises them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined as 

the analysts' valuation for a stock 

 

Buy : >15%  

Hold : -5% to 15%; 

Reduce : -5% to -15%; 

Sell : < -15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 
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